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KEY ECONOMIC INDICATORS: 


All values in million US % 
unless otherwise stated. 


SENEGAL 





Exchange rate as of 12/31/70 
U.S. 21.00 = CFA 275 
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ITEM 





INCOME, PRODUCTION, EMPLOYMENT 


GNP at Currmt Prices 

GNP at Constant Prices 

Per Capita GNP, Current Prices 
Plant & Equipment Investment 


INDICES: (Base Year 1959 = 100 (July 71) 

Industrial Production 

Average Industrial Wage (annually) 
(figures in U.S. %) since July 1, 1968 

Employment (Unit of thousands) 


MONEY AND PRICES 
Money Supply (December, 1970) 
External Debt (December, 1970) 
Interest Rates: (BCEAO, Central Bank) 
’ " —: (Commercial Banks (primes) 


INDICES: (Base Year 1951 = 100) 
Retail Sales (December, 1970) 
Wholesale Price (Detember, 1970) 


BALANCE OF PAYMENTS AND TRADE? 

Balance of Trade (DeceMber, 1970) 

Total Exports, F.0.Bs (million %) 
U.S. Share (thousand %) 

Total Imports C.I.F. (million %) 
U.S. Share (million %) 


' 1968 


NA 
74746 


189.5 
26.0 


160.3 


382.32 362432 382432 


; 1969 





NA 
720.2 
173.5 

29.3 


157.6 


* 4970 


NA 
803.6 
185.5 

39.9 


167.3 


% 


: Change 


125,000 125,000 125,000 


677.0 
24543 


~-87.3 
116.0 
31644 
183.3 
11.8 


+ + 


77> + 


ee | 


NA 
11.6% 

6.9% 
36.2% 


31.9% 
4.0% 


36.8% 
32.2% 
98.8% 
6.8% 
241% 


: Rate of 
: Growth 
t 





NA 
1.3% 


+ 


+ 


21.9% 


* 68.3% 


- 59.9% 
ae 144% 
#100 .0% 
* 9.2% 
+ 52.5% 
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Other Cereals: 


Main Imports from U.S. (1970): Corn Meal and Flour: 2,537 M.T. = $295,345) 
1,598 MT = 126,980; 


Aviation Motors & Parts: 31 MT = $360,353; 
Reaction propellers: 3 MT = $443,636 
Air Cond., Refrig. & parts: 102 MT = $313,830 
Benne Dumpers trucks: 381 MT = $1,3 million; 

Asrodyne and parts: 40 MT = $925,100. 


Tallow! 3,433 MT = $720,205; 
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General Sources: 1. Situation Economique du Sénégal, 1970 
2. Commerce Extérieur du Sénégal, Import-Export, 1970 
3. L'Economie Sénégalaise, 1970 Edition 
4. Notes d’Information et Statistiques, BCEAO (Central Bank) 
5. Memento de 1'’Economie Africainge, 1970 


6. L'Année Politique Africaine, 1971 


Note on Sources: Figures in different sources do not always agree. SourcesNo. 1 and 4 
were relied on where conflicts existed. 








SUMMARY : 


Senegal has staged a considerable economic recovery after last 
year’s disastrous harvest. Peanut production is up fifty percent 
above the previous crop with further gains possible next year. 
Higher producer prices and administrative changes have largely 
eliminated the peasants’ sour mood of the past season. Steps 
toward agricultural diversification are making visible progress, 
world price increases have favored Senegal'’s one mineral resource, 
phosphates, and the fishing industry had made record gains. The 
development of the tourist industry, still in an early stage, is 
showing promise. 


Against this progress must be weighed certain failings and structural 
weaknesses of the Senegalese economy. The balance of payments 
situation is not yet serious (partly thanks to French aid), but 
Senegal continues to run an increasing trade deficit, which will be 
difficult to reverse, given the lack of natural resources« The small 
size of the country makes development of an internally oriented 
industrial sector extremely difficult. Agricultural diversification 
is largely limited to import substitution and provides no major 
alternatives to continued dependence on the peanut crop for exports. 
Finally, the near total reliance on external financing for economic 
development continues to leave the future progress of the economy 
open to delays and stoppages outside Senegalese control, 


The United States continues to enjoy a small, favorable balance of 
trade with Senegal. Opportunities for investment in tourism, 
agriculture and light industry are growing slowly and are favored 

by the existing investment code. One major US project of fresh 
vegetable production for the off-season European market has come 
into being. A gradual expansion in sales of capital goods is taking 
Place, but any serious US attempt to take advantage of this expansion 
continues to require aggressive salesmanship and French language 
competence. Sales in the retail market are and will continue to be 
hampered by the tariff and license preferences accorded to EEC 
countries and by existing bilateral agreements with France: 





A. CURRENT ECONOMIC SITUATION AND TRENOS 


Peanut Economy! A Slow Turn Upwards 


Lacking both major deposits of natural resources and abundant 

fertile land, Senegal continues to depend on the peanut as the 
mainstay of the eonomy. Approximately 36 percent of the country’s 
exports cOntinued to depend on this single crop in 1971. Nevertheless, 
changes in administration, pricing, and the blessings of good weather 
have produced significant improvements in this sector. With the 
emergency aid of the European Development Fund (FED), Senegal was 

able to survive the disastrous 1970/71 season and to cancel all 
peasant indebtedness. The early announcement of this cancellation, 
cOupled with the news of an approximately 20 percent rise in producer 
prices, has resulted in an almost complete reversal of the sour mood 
prevailing in the countryside a year ago and in a greater peasant 
willingness to buy and use fertilizers. These developments, plus a 
good, although not an extraordinary rainfall, produced a crop of 
approximately 910,000 metric tons; considerably above last year’s 

less than 550,000 m.t., although still short of the record 1.2 million 
tons recorded in 1966. Senegal'’s chances of exceeding the million ton 
mark in 1972/73 are good if the weather remains favorable. 


Despite progress in the peanut sector the government is aware of the 
dangers of a single crop economy. Efforts at diversification are 
slowly going forward. Rice production (102,000 mt) will certainly 

not reach the original (1969) planning goal of 220,000 tons but may 
well achieve the revised goal of 165,000 tons by 1973. Cotton prod- 
uction has moved from 12,000 tons in 1970/71 to 21,000 tons in 1972/73. 
Millet and sorghum production has increased, limited fruit cultivation 
is beginning in the southern portion of the country; and a large sugar 
Plantation he been started under mixed public-private ownership along 
the Mauritanian border. A year-long political deadlock between Guinea 
and Senegal, which had stalled the development of the Senegal River 
Basin, has been broken (the former quadrapartite organization has now 
been reformed to include only Senegal, Mali, and Mauritania), and the 
Senegalese now hope to move forward with the agricultural development 
of this potentially fertile area. 


While the gains made in the last year are extremely important, certain 
notes of caution are still necessary. Most of the diversification is 
import substitution and does not alter the fundamental dependence of 
the economy on the peanut. Problems of transportation and wastage in 
the peanut crop remain and could become worse as the harvest becomes 
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larger and more difficult to handle. And finally, another drought 
could largely Wpe out this year’s gains and reproduce last year's 
bleak picture. 


Industry and Tourism: Moderate Growth 


Large French firms continue to dominate the industrial sector, 
although there is.a rising current of national sentiment which 

would like to see this balanced by other foreign investment and 

the entry of more Senegalese into industry and commerce. The govern- 
ment’'s policy has been to avoid nationalization of industries (which 
might drive out badly needed expatriates and foreign capital) but to 
press for the "Senegalization” of employment as rapidly as possible. 
Results from this policy are still limited, but the pressure on 
expatriate companies to switch to Senegalese workers and managers 

is grooving. 


Industrial growth over the past ten years has averaged 6«2 percent. 
Under the impact of the agricultural disaster of 1970/71, industrial 
growth for 1971 was reduced to a meager 0.7 percent. However, the 
final quarter showed a strong recovery with cOnsiderable promise for 
1972. Additionally, while average growth declined badly due to the 
predominance of the peanut processing industry, other areas of the 
industrial sector continued strongly, although their success is 
masked in the gross figures. 


While the peanut processors are the largest industry, Senegal’s 
industrial sector also includes food processing, automobile assembling, 
textiles, footwear, mining, chemicals, cement, and brewing and bottling 
plants. New development in the industrial sector remains largely a 
factor of exterior capital availability due to low internal savings 

and the extremely limited number of independently wealthy Senegalese. 


Despite a generous investment code the small size of the Senegalese 
market continues to hamper large scale industrial expansion. Many 

of the larger industries, all concentrated in the Cap Vert Peninsula, 
date from the pre~independence period when Dakar was the capital of 
all French West Africa. Projects for a port-side duty free zone to 
encourage assembly operations oriented to export and the creation of 
a West African Economic Community could aleviate the market limitations 
of Senegal but progress in these areas has been slow. A semi~public 
industrial development and market research organization (SONEPI} was 
established in 1969 to promote small and middle level industry and to 
encourage foreign participation in Senegalese enterprises. 





Current mineral production is limited to phosphates. With a rise 

in world prices, the Taiba mines are expecting to export between 

1.3 and 1.5 million tons in 1972, a ten percent increase over 1971. 
Aluminium phosphates are produced in Thies. It now appears that 
there may be extensive iron ore deposits of 60 percent purity in 
south-eastern Senegal, but for the present they remain unexploitable 
due to difficulties in transportation. Some traces of copper and 
chrome have been located by UN studies, but considerably more research 
will have to be undertaken to determine the size and commercial 
possibilities of these deposits. Oil prospecting by several inter- 
national companies continues, but thus far petroleum has not been 
located in exploitable amounts. Senegal possesses itsown petroleum 
refinery at M’Bao near Dakar, which supplies most of the country’s 
demands. 


Unaffected by the ups and downs of the peanut economy, the fishing 
industry has shown rapid growth and promises more. From 1970 to 
1971 the landed catch increased by 30 percent and its total value 
(45 million) increased by 36 percent. Although exact estimates 
are not available, Senegal appears to have some of the richest 
fishing resources on the West African coast. Senegal is expanding 
its tuna fleet and proceeding rapidly to motorize the pirogue (canoe) 
fleet, which accounts for more than half the catch. A recent law 
created a restricted fishing zone extending 110 miles beyond the 
territorial water limits, but the Senegalese remain willing to 
negotiate fishing agreements with foreign fleets. 


Senegal'’s pleasant winter climate, beaches and location as the cross- 
roads for those coming to West Africa from Europe and the Americas 
provide the basis for expanding the tourist industry. Hotel space 

is being increased, and feasibility studies by German, French and 
Italian firms to develop the coast line as well as the immediate Dakar 
area, are nearly completed. While plans and hope still outrun the 
reality of change, foreign capital is being attracted to Senegal, 

new beach hotels and motels are opening their doors and the possi- 
bilities for rapid and important growth in this sector in the near 
future are high. 


Trade and the Fiscal Situation 


Increases in domestic budget revenues, stringent controls on wages 
and prices, and the rationalization of counter-productive import 
duties all evidence the basic fiscal competence of the Government 
of Senegal. At the same time, a growing trade deficit underlines 
the fundamental problems of a small, agriculture-based economy, 
subject to severe seasonal fluctuations and faced with rising 
expectations from its populace. 








Peanuts and peanut products continue to compremise the largest 
share of exports, but their relative importance has declined 

from a high of 81 percent of all exports in 1962 to 36 percent 
in.1971. Other principal exports are phosphates, fish products, 
and arabic gum. France remains Senegal'’s principal supplier and 
customer, taking 54 percent of the country's exports and providing 
51 percent of its imports in 1970. Other principal recipients of 
Senegal’s goods are the Ivory Coast (7 percent), Netherlands (6 
percent) and Mauritania (4 percent). In terms of imports, the 
United States ranked fourth among suppliers in 1970 behind France, 
West Germany and the Ivory Coast. In 1971, the US rose to second 
place, but this change partially reflects increased emergency food 
aid and somewhat distorts the commercial picture. Imports have 
continued to outpace exports. From 1970 to 1971 Senegal’s imports 
increased 13.1 percent, to $220.2 million, while exports declined 
by 17.8 percent to 126.2 million, leaving a trade gap of $94 
million for the year. 


The government began to tighten up tax and revenue collections in 
1969. A lowering of duties on cigarettes and transistor radios 
appears to have cut smuggling and further raised customs collections. 
Projected domestic revenue for fiscal 1971 (%165.7 million) is 6.2 
percent above the receipts for 1970. This estimate does not include 
peanut revenues, which theoretically go into a separate agricultural 
development and price stabilization fund. Minimum wages, regulated 
by category of work, have been frozen since 1968 and prices are 
partially controlled. Nevertheless, increasing costs and added 
personnel continue to strain the budget, whose situation remains 
potentially unstable due to the small economic base of the country 
and the dependence on import duties for over one third of annual 
revenue. 


Senegal remains completely dependent on foreign aid for its development 
budget. French assistance, on the order of 50 million annually in 
grants, loans, technical assistance, and budgetary support, compensates 
for Senegal’s trade deficit, finances the university, and assists with 
the army, in addition to providing direct development aid. The Common 
Market’s European Development Fund (FED) has become the largest donor 

of capital assistance. Substantial assistance also comes from the 
United Nations and the World Bank group. Bilateral aid is also received 
from other common market countries, Canada, the USSR, and Nationalist 
China. United States assistance, aside from the Peace Corps, is largely 
arranged through regional projects with the OMVS states (Senegal, Mali 
and Mauritania) and carries a heavy emphasis on agriculture. Despite 
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the heavy flow of aid and its poor trade picture, Senegal has 
managed to keep its foreign indebtedness low with debt service 
amounting to 4.2 percent of total receipts. 


B. IMPLICATIONS FOR THE UNITED STATES 


United States economic relations with Senegal are limited, with 
a potential for some expansion in the areas of investment and 
sales of heavy duty or sophisticated machinery. Some expansion 
in the retail sector is possible but this area remains difficult 
and of limited interest to American concerns. 


At present, American investment in Senegal is limited to about 

$20 million exclusive of petroleum exploration, in which approximately 
30 million has been invested without result to date. Mobil, Texaco 
and Esso distribute in Senegal, and Esso and Texas Gulf Sulfur are 
continuing oil exploration on a limited basis. BUD-Senegal, a mixed 
American Senegalese company, has begun the commercial production of 
vegetables for shipment to the European off-season market and hopes 
to reach an annual production of 100,000 tons by 1978. Builders 
International Inc. has completed a 45 million housing unit near Dakar. 
Local firms with US financial interests include the Taiba Phosphate 
mines, the Sofrigal fish processing plant, and the four commercial 
banks. Intercontinental Hotel Corporation appears well launched on 
negotiations for construction of a hotel in Dakar. 


Although the US has maintained a favorable trade balance with Senegal 
for several years, various factors limit rapid trade expansion. 

Senegal is a member of the Yaoundé convention between the former 
French African states and EEC which provides Common Market suppliers 
with a favorable tariff position vis-a-vis US concerns. The major 
commercial firms are French with strong ties to French parent 
companies. Imports from the US are also subject to lengthy licensing 
procedures which often incline local purchasers to EEC goods even 

when US products are cheaper or of better quality. Two other problems 
faced by American exporters are that all correspondence, documentation, 
catalogs and price lists need to be in French, and limited and 
irregular shipping from the US requires local distributors to maintain 
larger inventories than would be required with European goods. Despite 
these obstacles US goods do enjoy a certain popularity and reputation 
for quality and a slowly growing number of importers, particularly 
Senegalese, are willing to take the trouble to acquire licenses. 

A slow expansion of trade is probable, but requires an effort on the 











part of US exporters which may not always be justified by the 
size of the market. 


Opportunities for more significant trade do exist in the field 

of heavy capital goods, where products are required either for 
projects called for by Senegal's development plans or larger 
investments which acquire the right to duty-free importation of 
manufactured goods. The demand for agricultural machinery and 
processing equipment is likely to grow. Several road construction 
projects are either wderway or proposed. If the World Bank 

approves Senegal's application for the creation of an approximately 
$85 million super tanker repair facility, this project will also 
provide an opening for American trade. Against these opportunities 
must be set the entrenched presence of European firms and distributors 
whose reputations and contacts are well established. To compete 
successfully American firms will have to make a greater effort than 
most now do, particularly in the areas of French-speaking sales 
representatives and improved French language literature. Whether 
such an effort is worthwhile given the limited size of the Senegalese 
market, is a question which will have to be answered by individual 
companies in terms of their own interests. 


The possibilities for American investment in Senegal are growing, 

but considerable care is recommended for potential investors. The 
Senegalese Government is extremely interested in American investment. 
The Senegalese investment code is interestingly flexible in its 
application. Basically, firms investing %400,000 over three years 
or creating at least 50 permanent jobs for Senegalese are "priority 
holding” under the investment code and will receive tax and duty 
free import status for up to five years. However, the code permits 
granting of the same status for lesser investments which develop 

the export sector, are located outside the area of the Cap Vert 
Peninsula, or implement projects called for by the Development Plan. 
Additional benefits are also possible and can be negotiated depending 
on the project in question and its interest to the government. 


Senegal has a comparatively well developed infra-structure with its 
port, airport (now being improved to handle 747's) and well developed 
communications system. The labor force is relatively well trained 
and presently under-utilized and the coastal climate is temperate. 
Tourism is probably the most favorable area for investment , particu- 
larly as Senegal’s geographical position makes it the natural gateway 
to West Africa for travelers from both Europe and the Americas. 

This is a highly volatile field, however, and any specific project 
should be considered with considerable care. 


ll 


Among the barriers to investment are the small size of the 
domestic market, the unavailability of long-term financing 

within Senegal, the scarcity of domestic capital for investment, 
and the fact that much of Senegal’s development will continue to 
depend on exterior financing and the condition of exterior markets 
for primary products, over which the Senegalese exercise little 
control. The entrenched position of French commercial interests 
may also create less tangible barriers to American investment. 
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